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PRICE FACTORS IN THE LOS ANGELES MILK MARKET 


Je Me Tinley 


Since 1929 there have been several significant changes in the relative 
importance of the factors affecting prices of market milk in Los Angeles. Prior 
to 1929 the Los Angeles milk market was very largely isolated and not readily 
available to adjacent dairy areas, especially the southern San Joaquin Valley. 
High transportation and handling costs, the delay in getting milk from these 
areas to Los Angeles, and the non-availability of sufficient supplies of milk of 
suitable quality reduced the possibility of competition from these areas to a 
minimum. Production of milk in the four southern counties, Los Angeles, Orange, 
Riverside, and San Bernardino, was barely sufficient to meet market-milk consump- 
tion requirements. Although at certain times of the year there were small 
supplies of surplus milk available from local production for other purposes, the 
bulk of market cream and manufacturing milk eonsumed in the four counties was 
shipped in from adjacent territories. 


Under the circumstances, prices to producers of market milk in the four 
counties were influenced largely by local production costs and production condi- 
tions, These prices were not nearly as closely related to prices of butter and 
manufacturing milk as were producer prices in the East Bay and San Francisco 
markets, which drew their market milk supplies from dense dairy areas. 


This situation in the Los Angeles territory was both an advantage and a 
source of danger. Stable production and price conditions could be maintained only 
as long as local production of milk conformed closely to local consumption require- 
ments of market milk and as long as outside areas were precluded by economic and 
technical conditions from shipping market milk into the Los Angeles milk market. 


Development of Surplus.-- Between 1925 and 1929 total consumption of mar-= 
ket milk in the four counties had increased somewhat more rapidly than production 
of milk (table 1). Towards the end of 1929 and early in 1930, however, it became 
apparent that production was incrcasing more rapidly than consumption,an indi- 
cation that prices prevailing in the area in 1930 were too high in relation to 
costs. Leland Spencer in his study of the Los Angeles milk market estimated 
that a pound of market milk would purchase 71 pounds of feed (the most important 
cost item) in 1930 as compared with only 56.6 pounds in 1929 and 59.9 pounds in 
1928. g& This resulted in a considerable surplus of locally »vroduced milk, which 
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~~) This manuscript was prepared largely as a supplement and extension to 
Spencer's study of the Los Angeles milk market (California Agr. Exp. Sta. Bule 
513. 1931). The main purpose of this manuscript is to bring up to date some of 
the more significant tables and figures related to producer prices appearing in 
the above bulletin and to analyze the economic effects of some of the recent 
developments in the Los Angeles milk market. 


.2@~ Associate Professor of Agricultural Economics, Associate Agricultural 
Economist in the Experiment Station and Associate Agricultural Economist on the 
Giannini Foundation. 


\3” Spencer, Leland. An economic survey of the Los Angeles milk market. 
Californias Agrse Expe Sta. Bulls S14: 99, Table 54, 1931, 
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had to be disposed of at lower prices. As nearly all distributors had developed 
supplies of market cream in the San Joaquin Valley and other adjacent dairy 
areas, they were not disposed to use surplus milk for market cream purposes. 

The surplus milk fat was generally churned into butter. This served to reduce 
considerably the average price received by producers,many of whom were willing 
to sell their surplus milk to certain distributors at prices somewhat higher 
than the surplus milk prices. These distributors, obtaining their supplies at 
lower prices than competitors who paid the base buying price, were able to cut 
prices to stores and consumers, This forced a general downward revision of prices 
to producers in June, 1930, several months earlier than similar reductions in 
other major milk markets in California. 


The decreased base buying price for market milk in 1930, together with 
further reductions in 1931, had the effect of reducing total production somewhat 
in 1931, and as total volume of consumption in 1931 was somewhat greater than in 
1930, the relative position between production and consumption was somewhat im- 
proved although a considerable surplus was still available. 


Meanwhile, however, several developments were taking place, which tended 
to aggravate the situation still further and which contributed largely to the 
demoralized marketing conditions in Los Angeles since 1930, 


Development of Grade A Milk for Market Creame-- Up to about 1931, Kern 

County was the only area in the southern San Joaquin Valley which had any excess 
of Grade A milk. More Grade A milk was produced than was needed for consumption 
purposes in the county, In September, 1928, a distributor in Los Angeles estab- 
lished a plant just south of Bakersfield to assemble, cool, and dispatch Grade A 
milk to the main plant in Los Angeles. In December, 1950, another plant in 
Kern County began shipping small quantities of Grade A milk to Los Angeles and a 
third plant commenced shipping in 1931. 


From January, 1931, the Los Angeles Health Department required that milk 
for market cream should comply with the same sanitary conditions as Grade A market 
milk. As there was insufficient milk of suitable quality available in the San 
Joaquin, Imperial Valley, and Guadalupe areaS distributors with creameries in 
these areas had to pay producers a premium over manufacturing milk prices in order 
to induce them to meet the higher production requirements. During the first three 
months of 1931 the premium over manufacturing milk prices paid to producers in 
the southern San Joaquin Valley (Kern and Tulare counties) averaged 16 cents per 
pound of milk fat. In April of that year the premium was reduced to 10 cents per 
pound of milk fat.and further reductions brought the average premium for the 
year to about 10 cents. During the next few years the premium was further 
reduced, averaging about 45 cents in 1934, 6 cents in 1935, and 5 cents during the 
firstfour months of 1936 (table 2 and figures 1 and 2). An additional premium 
of about 2 cents was paid to producers who had mechanical coolers. 


The development of a large volume of Grade A milk in the San Joaquin 
Valley and Santa Barbara and Imperial countics meant that a supplementary supply 
of milk was available from 1931 onwards, which could be shipped to Los Angeles 
whenever the differential between Grade A milk prices in the San Joaquin Valley 
(especially Kern and Tulare counties) and in Los Angeles exceeded the approximate 
cost of handling and transporting milk from the valley to Los Angeles. In 1928 
the differential between market milk in Los Angeles and manufacturing milk in 
Tulare was only 25.2 cents per pound of milk fats In 1950 it had increased to 
50.0 cents and in the next two years averaged over 33.5 cents. Spencer estimated 
that it would be economical to ship milk from Kern County to Los Angeles,whenever 
the buying price per pound of milk fat for milk in Los Angeles excecded the 
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wholesale butter quotation in Los Angeles by 32 cents. & In his estimate 
Spencer anticipated that oroducers in Kern County would receive a premium of 

21 cents §fover butter quotations (f.o.b. plant) and that transportation and 
handling costs from Bakersfield to Los Angeles would be about 11 cents per pound 
of milk fat. In 1931 the premium received by Grade A milk producers in Tulare 
County over the Los Angeles wholesale butter quotation was only 163 cents (f.0.b. 
plant). In 1932 it was only 11 cents, 104 cents in 1933, 134 cents in 1934, and 
16 cents in 1935, Transportation costs on milk from Tulare to Los Angeles are 
only 1 cent per pound of milk fat higher than from Bakersfield. Assuming that 
producers in Kern County receive the full benefit of this difference in trans- 
portation costs, the premiums paid to producers in Kern County would average 1 
cent higher than in Tulare County. Even with this allowance and with a further 
premium allowed to producers with mechanical refrigeration, the premiums over 
butter quotations paid to producers in Kern County averaged substantially less 
than was anticipated by Spencer. 


The decline in these premiums was due to two factors. The first was the 
drastic decline in prices of butter from the 1929 levels. This reduced the value 
of overrun and therefore the premium over butter quotations paid to manufacturing 
milk producers. For instance, in 1929 the average price received by manufactur- 
ing milk producers per pound of milk fat was 12 cents higher than the Los Angeles 
wholesale butter quotation. In 1931 the premium was only 64 cents, in 1932 only 
5 cents, and in 1933 about 6 cents. Premiums paid to producers of Grade A cream 
would tend to be reduced by the same absolute amounts. 


The second factor responsible for the reduction of the premium was that 
the competition between milk from the southern San Joaquin Valley and milk pro- 
duced in the four counties adjacent to and including Los Angeles brought about a 
substantial reduction in the premiums over manufacturing milk paid to producers 
of Grade A milk in the San Joaquin Valley. For instance, in 1931 producers of 
Grade A milk in Tulare County received an average of 10 cents a pound of milk fat 
more than producers of manufacturing milk. In 1932, 1933, and 1934 the difference 
was only about 4 cents (table 2). 


By the end of 1931 shipments of Grade A market milk to Los Angeles had 
reached considerable proportions, Distributors in Los Angeles acquiring this 
milk at prices below those paid by other distributors, who purchased their supplies 
from local producers, were able to cut prices or to give various concessions to 
their trade, and so expand their volume of business, The other distributors, 
in order to meet this competition, were forced to lower prices paid to local pro- 
ducers. Distributors obtaining supplies from Kern County then lowered the 
premium paid to producers shipping to their plants and were thus able to re- 
establish their price advantage in Los Angeles, until the other distributors 
buying from local producers were able to force a further reduction in producer 
pricese This seesaw competition continued until prices of market milk in Los 
Angeles were reduced to extremely low levels and also until the premiums paid to 
Grade A producers were barely sufficient to induce them to continue production 
of Grade A milk, 


4 Spencer, Leland. An economic survey of the Los Angeles milk market, 
California Agr. Exp.s Sta. Bule 513:28. Table li, 1931. 


Spencer estimated a price f.o.b. ranch of 18 cents plus 3 cents hauling 
cost from raneh to county plant. This gives a premium f.o.b. plant of 21 cents. 
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Improvement in Transportation and Roads.-- The development of high-speed 
and refrigerated trucks and the later completion of the low level highway over 
the Tehachapi Mountains served to reduce the time and cost of transporting milk 
from the San Joaquin Vallcy and other dairy creas to Los Angeles, giving distri- 
butors obtaining suppliesof milk from these areas a still greater price advantage 
over producers obtaining milk from the four southern California counties. These 
factors have definitely and permanently destroyed the isolation of the Los Angeles 
milk market. It is probable that in the future the southern San Joaquin Valley 
will be an integral part of the Los Angeles milk market and that the separation 
of Grade A milk for market milk and Grade A milk for cream is no longer justified 
on purely economic grounds. Prices paid for Grade A milk both north and south 
of the Tehachapi Mountains will be closely related. Variations in prices re- 
ceived by producers in the different areas will depend largely upon differences 
in transportation costs. It follows, therefore, that prices received by producers 
in the four southern counties will in the future bear amuch closer relation to 
prices received by manufacturing-milk producers than they did prior to 1929, 


Producers in the four southern counties and in the San Joaquin Valley, 
as well as distributors, were slow to recognize the fact that the improvements 
in transportation conditions and the development of supplies of Grade A milk in 
the San Joaquin Valley have virtually extended the Los Angeles milk shed to 
Fresno County and have merged the market milk and market cream shedse Gy A separ-~ 
ation of Grade A milk for market milk and market cream is still made. Surplus 
market milk in the four southern counties is still manufactured into butter 
and other dairy by-products instead of being used for market cream -- a cause 
of continual friction not only between producers and distributors but between 
groups of producers and groups of distributors. 


Distributors and producers are fully aware of the situation and are 
anxious to develop satisfactory means to mect the changed conditions. One of 
the biggest obstacles is that there is a much greater seasonal variation of 
production of Grade A milk in the San Joaquin Valley than in the four southern 
counties. Moreover, the seasonal variation in the valley conforms rather closely 
with the seasonal variation of consumption of cream; whereas the more uniform 
production of milk in the four southern counties conforms rather closely with 
the uniform consumption of market milk, This factor more than any other appears 
to be responsible for the continued separation of Grade A milk for market milk 
and for market creame 


Increase in Number of Distributors.-- During the period 1929 to 1934 
there was practically no increase in the number of plants distributing pasteur- 
ized milk. The number of separate distributing firms, however, increased mater- 
ially. This seeming conflict is explained by the fact that several of the larger 
distributing firms in Los Angeles reduced the number of plants they operated. 

On the other hand several smaller firms opened up plants. 


A very material increase in the number of producer-distributors, however, 
took place in the four southern counties. Reliable figures are not available as 
to the numbers of producer-distributors operating each year in the four counties, 
but it is believed that well over two hundred producers entered into distribution 


ey @& oe =e oe ee 6S oy ee am Se Se Oe SS ww Se oo es se sO Re Ss SO Ne we ED oe oe Oe oe ee en oe oe ey ee Oe es en Oe et oD ee ee Oe om eS i ee 


G Milk and cream from counties north of Fresno County tend to move to the 
San Francisco and Hast Bay milk markets, 
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of their own milk during the years 1929 to 1933. <A large part of the volume 
handled by these producer-distributors was gained at the expense of the longer 
established pasteurized milk distributors. A considerable number of producer- 
distributors developed their volume of business by offering milk to consumers at 
lower prices than were being charged by the established distributors. 


The entrance of a large number of producer-distributors had a twofold 
effect on the general marketing situation. In the first place, established 
distributors, seeing their volume of sales decline, tended to cut prices and give 
special discounts and rebates in order to hold their business, Efforts were made 
to pass these reduced selling prices back to producers. In the second place a 
conflict of interest arose between bulk milk producers (those shipping milk in 
bulk to pasteurizing plants) and producer-distributors, As the latter in the 
aggregate increased their volume of business and expanded their production 
accordingly, a larger volume of surplus was thrown back on the bulk milk pro- 
ducerse This tended to reduce the average returns to bulk milk producers and 
also to strengthen the demands of distributors that oroducer prices should be 
lowered. 


Bulk milk producers and producer~distributors have not been able to 
cooperate successfully for any length of time on common industry problems. In 
addition to this, there was considerable difference of opinion among bulk milk 
producers themselves. There are three separate bulk milk producers associations 
in the Los Angeles milk market and a considerable number of producers belong to 
no association at all. The associations at times have been extremely distrust- 
ful of each other and have found it difficult to cooperate on common problems 
and for the general benefit of producers. 


Store Selling of Milke-- Another complicating factor was the introduc- 
tion early in 1930 of a store differential of 1 cent per quart below the home- 
delivered price. At the same time the wholesale price was decreased to 3 cents 
below the home-delivered price. In 1932 the store differential was increased to 
2 cents below the home-delivered vrice and the wholesale price to 34 cents below 
(table 3) 6 


The volume of milk sold through stores increased tremendously in response 
to these differentials. The greatest benefit of this increase in store sales 
went to distributors who previously were engaged largely in the wholesale 
businesse Distributors, who were previously dependent upon the home=-delivered 
trade, also experienced a big increase in wholesale sales but their home-delivered 
sales declined in greater proportion. Most of the longer established distributors 
found their volume of retail (or home-delivered) sales shrink tremendously, part- 
ly as a result of a loss of volume to purely wholesale distributors, partly as 
a result of an increase in their own wholesale volume, and partly because of a 
loss of business to producer-distributors. 


As total volume and the percentage of retail sales declined, operating 
costs inereased -~ especially on retail routes. Retail margins of distribution, 
however, declined from an average of 7.65 cents in 1928 to 6.65 cents per quart 
i 1931 to Gee cents im 1932 and to 568 cents in 1934 (table 3 and figure 3). 


Some of the fiercest competition occurred for the wholesale trade of 
Los Angeles and whotesale margins were very materially reduced during the years 
1929 to 1935. In 1928 the average wholesale margin was 5.65 cents per quart; 
i@ 1990, 4.0 cents; im L961, 5665 cents; In 1952, c.f cents; and in 1954, only 
2.2 cents. During the first five months of 1936 wholesale margins averaged 
only about 2.3 eents per quart. Wholesale margins were thus reduced about 50 per 
cent during the period under review (table 3 and figure 4). 
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TABLE 3 


Market Milk Prices in Los Angeles 
(Cents per quart) 


Price paid Retail Wholesale 0 
Year and to producers price to price to Retail Wholesale 
month aie consumers* stores margin margin 


a 





1928 
January 76 15.0 13.0 7 4 Set 
February 706 15.0 13 20 Tot 5e4 
March 706 1520 13.0 7 4 5 et 
April Ted 1560 13.0 Tel Se7 
May Ted 1560 1340 Tel Set 
June Ted Lae 1320 Tat Sel 
July Veo L5eO L360 Vet Die 
August Veo 15,0 13.0 Tel DSe7 
September Veo 15.0 Loe0 Tel Sef 
October Ted Whey) 1320 Tot Del 
November Veo Logo 1340 ews bet 
December Veo USO 13.0 tel Sat 
Average G@oo 15.0 13.0 765 50650 
1929 
January tet 150 15.0 Ted 50d 
February 15.0 1360 Ted 505 
March 15.0 13,0 74 54 
April 76 15.0 130 74 Det 
May Tao 1560 13.0 WS) bee 
June Leo 1540 1340 Velo 5~@D 
July Vel 15.0 13.0 Telos 5ed 
August Tel 15.0 EoeO Ved 5a 
September Tet 15.0 13.0 Ted Ded 
October tet gis) (0) 13.0 Veo 5eo 
November lot 15.0 13.0 Tied 56d 
December Tet LaSO LSe0 Teo Hed 
Average 726 15.20 13.20 74 54 
1930 
January Tor 15,0 1340 Teo Siw 
February Vet 15.0 135.0 Tod 52d 
March Ter 15.0 13.0 Ted 5ed 
April Tel 15.0 L2eO Ted 463 
May 76 15.0 12.0 7 o4 465 
June (G8 15,0 12.0 74 403 
July 609 14,0 LO Cal 4el 
August 609 14.0 11,0 Tou 4,1 
September 6 9 14.0 11.0 Tal 41 
October 609 14,0 11.0 Tew 461 
November 629 14.0 11,0 Tok 4el1 
December 609 14.0 P26 Tel 4.1 
Average Ted 14,5 Lhe? Tee 4.5 
1931 
January 2 13.0 10.0 6.8 308 
February O LSeO LOGO 70 4.0 
March 0 18.0 10.0 720 4.40 
April 0 13.0 10.0 720 4.0 
May 0 1350 10.0 720 4,0 
June 0 70 4.0 


13,0 10.0 


(Table 3 continued on next page) 
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Table 3 continued. 15.6 


Price paid Retail Wholesale 
Year and to producers price to price to Retail Wholesale 
month f consumers *} stores margin _ margin 
Ai LO A AS: GO: CCR AONE OS RM RR, ERE: CEE 





1931 (cont! de 

































































































































July 10.0 70 4.0 
August 920 604 504 
September 920 6 4 5 o4 
October 9.0 6 4 3 et 
November 920 6 e4 34 
December 960 6 04 304 
Average 965 606 5065 
1932 
January 502 920 6.8 508 
February Dee 9.0 608 508 
March See 9.0 68 Ss) 
April 569 70 6 ol Sel 
May 309 70 Bel Sel 
June 435 6.0 Set Let 
July Set 4.0 Dial 026 
August 506 4.0 5 et Oot 
September 4eT 8 20 60d 50d 
October 497 8 00 695 50d 
November 467 Teo 60d 208 
December 4.7 705 605 208 
Average 45 Ted 6e2 Zel 
1933 
January 467 Ted 60d 28 
February 467 79S 63 208 
March 4.57 75 60d 208 
April 504 Sed 5d Zeol 
May Be 50 Ded Zee 
June 509 bes Sel Zet 
July 402 70 60d 208 
August 406 8 60 609 504 
September 4e7 8 60 Ted 30d 
October 47 3 e0 Ves 50d 
November 46 8 20 69 50d 
December 4 et Bed 6 06 4ol 
Average 463 Ted 64 300 
1934 
January 4 eM 6.6 Sel 
February 464 46 06 
March 494 46 O86 
April 4.94: 506 1.6 
May 44 506 126 
June 467 508 Zeo 
July 467 6 et 30d 
August 500 60 30 
September Det 508 208 
October 50S Bee Sec 
November 508 602 bet 
December es) 6 e2 jek 
Average 4.9 508 Cee 
1935 
January 58 62 See 
February 508 6ec See 
March 467 68 Sed 


(Table 3 continued on next page) 
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Table 3 continued. 16% 


Price paid Retai Who lesale 
Year and to producers price to price to Who leaale 
month consumers * stores margin 
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1935 (cont'd. 





































April 4.5 11.0 7d 65 500 
May 4,5 T6o 6 ed 300 
June 4.5 7.0 60d 500 
July 446 Veo 6 et 209 
August 465 Ted Ged 3500 
September 45 7.0 Ged 500 
October 465 Ted 609 500 
November 407 79 60d 208 
December 47 Ted 6ed 208 
Average 48 708 6 et 560 

1936 

January ° e 

February e ° 

March 
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Sources of data: 


Cole ts Date in cols 1 of table 2 multiplied by -086« 
Colse 2 and 3: Data supplied by Mr. Martin H. Blank. 
Cols 4: Cole 2 less cols. le 
Cole 5% Cols & less cols le 


* Delivered to home of consumers, 
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An essential conflict of interest has developed between the three groups 
of distributorss producer-distributors, wholesale distributors, and those dis- 
tributors depending largely upon serving the homes of consumerse So fierce 
has been the antagonism and rivalry between these groups that they have not 
been able to work harmoniously together for any length of time on common industry 
problems, even with the assistance of state and federal authorities. 


Decline in Volume of Consumption.-- As was stated above, production of 
milk in the four southern counties had increased somewhat more rapidly than con- 
sumption between 1925 and 1930, The position was somewhat improved in 1931 
because the total volume of production declined somewhat, whereas consumption 
increased by over 2,000,000 gallons. During the next two years, 1932 and 1933, 
production in the four counties increased about 4 per cent, whereas consumption 
declined over 7 per cent. Put somewhat differently, the level of production in 
1933 was 71 per cent greater than that of 1925,whereas the level of consumption 
was only 49 per cent greatcr.e During 1984 the relative position was somewhat 
improved -- production was 70 per cent highcr than the 1925 level and consumption 
60 per cent higher (table 1). A still greater improvement in the relation took 
place in 1935, 


The decline in the volume of consumption of market milk during the years 
1931 to 1933 was due largely to decreased purchasing power of large numbers of 
people in the four southern countics. The decline occurred in spite of a 
material reduction in prices paid by consumerse Home~dclivered prices declined 
from 15 conts in 1929 to 124 cents in 1931 and to an average of less than 11 
Comes in 1962,)1955, and 1954, Store prices had declined from 15 cents in 1929 
to 8 cents in 1933 and 1934 (table 3).. During some of the milk wars,prices 
paid by consumers declined to still lower levels, 


During the whole of this period (1929-1935) population of the four southern 
counties increased so that the relative decline in per-capita consumption of 
market milk was relatively greater than that of total consumption (table 4). The 
peak of per-capita consumption for the four southern counties combined was reached 
in 1929, The peak in Orange County was reached in 1928 and in San Bernardino 
County in 1930. The decline in per-capita consumption in Grange, Riverside, and 
San Bernardino counties between 1929 and 1933 was much greater than in Los Angeles 
County. Moreover, the level of consumption in Los Angeles County has been con- 
sistently higher than in the other three counties (table 5). 


Data on per-capita consumption in the four counties were shown separately 
as well as in combination in the hope that the trends in each county might throw 
some light on the vexed problem of the relation between store selling of milk and 
per-capita consumption. The store price of milk in the three counties (Orange, 
Riverside, and San Bernardino) has generally been the same as the home-delivered 
price, whereas differentials between store and delivered prices have prevailed in 
Los Angeles since 1930, It is interesting to note in this connection that the 
declines in per-capita consumption (between 1929 and 1933) were more severe in 
the other three counties than in Los Angeles County. On the other hand, the 
recovery in per-capita consumption sinee 1933 has been relatively greater in the 
other three counties than in Los Angeles. There are so many other factors that 
may have influenced the trend of per-capita consumption in the four counties that 
no definite conclusions can be drawn from the figures presented in table 5. 

There is, moreover, considerable doubt as to the accuracy of population estimates 
Since 1930. 
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TABLE 5 


Daily Per-Capita Consumption of Market Milk 
in Four Southern Counties* 
(In pints) 


i eee change 
{San Bere WaiotS) San cone 
@ j|nardino {Total oa) ipa etal Side |nardino 





* Gallonage figures in table 4 were multiplicd by 8; divided by 365; and divided 
by corresponding figures on populatione 


Source of data: Table 4, 
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This decline in the total volume of consumption, in the face of an in- 
crease in production and in the face of am incrcase in shipments of markot milk 
from the San Joaquin Valley, led to the develooment of an unmanagaable surplus 
of market milk. Distributors, who had developed Grade A milk for cream in the 
San Joaquin Valley and other areas, were unwilling to use the local surplus in 
Los Angeles for cream purposes. The surplus thus had to be converted into butter 
and skim milk by-products. At the same time there was a plentiful supply of 
surplus milk available for distributors, who were unwilling to pay the established 
prices to produccrse 


In spite of the extremely low prices received by producers in the four 
southern counties, it appears that they have been unable to effect any material 
reduction in the total volume of production since 1930, In fact, production 
has tended to increase somewhat. Possibly the early reaction of producers to low 
prices in the four southern counties is similar to the reaction of producers of 
other types of agricultural products. Producers find it necessary to have a 
certain level of income to meet fixed operating expenses. If the level of prices 
declines, their first reaction is to increase output in anticipation that the 
increased output times the lower prices will give the same income level as pre- 
viously. In the long run, such a response to lower vrices will cause prices to 
decline still further, but it may be several years before sufficient producers 
go out of business or producers generally reduce their output so as to effect a 
decreased total supply. 


Readjustment or a decrease in supply was retarded or offset to a consider- 
able degree by the various state and federal efforts to raise producer prices and 
to stabilize market conditions in the Los Angeles areas Furthermore, producers 
appear to have effected such changes and economies in their production practices 
that they are able to operate on a much lower relative price level than previously. 


Under the circumstances it seems highly improbable that the surplus of mar- 
ket milk production in the four southern counties will be eliminated within the 
near future, unless prices decline to still lower relative levels, or unless 
consumption of market milk increases more rapidly than production, It is,more- 
over, questionable whether it is economically necessary or desirable for producers 
in the four southern counties to limit their production to market milk require- 
mentse The mere fact that there was a close correspondence between volume of 
production and volume of consumption prior to 1930 does not establish the fact 
that this situation is permanently desirable or advisable. Changes in trans- 
portation conditions have widened the potential Los Angeles milk shed and broken 
down the previously distinct separation between the milk and cream sheds, If 
producers in the four southern counties have been able to modify their produc- 
tion practices to conform to the changed marketing conditions,there appears to be 
no reason why they should not continue producing a surplus over market milk con- 
sumption requirements and why this surplus should not eventually become a part 
of the market cream supply. 


Chaotic Marketing Conditions.-- The combined and cumulative effect of 
these several disturbing factors outlined above has been to keep the Los Angeles 
milk market in a condition of constant turmoil. Milk wars have merged into new 
milk wars with alarming frequency, Federal, state, and other efforts to stabil- 
ize conditions have met with only a small measure of short-lived success. The 
breakdown of these various stabilization attempts has been followed frequently 
by more violent competition and price cutting than before. Since 1931 the Los 
Angeles milk market has been a "free-for-all" fight; producer group against pro- 
ducer groups; producers against distributors; distributor groups against producers 
and against distributor groupse 
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Milk marketing conditions in Los Angeles have been much worse than in any 
other major milk market in California. Table 6 and figures 5 and 6 show that 
prices paid to producers for market milk have declined to lower levels than 
similar prices in San Francisco, Oakland, and San Diego markets. In May, 1933, 
producer prices were only 36 per cent of the 1928 average monthly price. In 
San Dicgo the lowest price was also reached in May, 1933, but the price was 47 
per cent of the 1928 averages In San Francisco the lowest prices were reached in 
several months during 1934, but these prices were 56 por cent of the 1928 level. 
The corresponding figure for the Oakland market was 57 per cont in February, 1954. 


Along with the more violent fluctuation of prices has been a more frequent 
change in prices paid to producers for market milk. In Los Angeles monthly base 
producers! prices changed thirty-one times during the period 1930 to 1936 (table 7). 
In San Diego and Oakland there were only nineteen changes and in the San Francisco 
market only nine. Changes in retail, wholesale, and store prices were even more 
frequent and more violent -- more frequent than is indicated by the figures on 
the monthly level of retail and wholesale prices in table 3. Changes in whole- 
sale and store prices to consumers were particularly frequent and violent. At 
times store prices to consumers declined as low as 1 and 2 cents a quart. Prices 
were frequently changed two and three times a month and, in addition, all types 
and degrees of rebates, discounts, and allowances were resorted to. 


The lowest annual level of prices to producers was experienced in 1933 
during which the average price in Los Angeles was only 50 cents per pound of milk 
fot compared with 54 cents in San Francisco, 553 cents in Oakland, and 60 cents 
in San Diego. During the first six months of 1936 the average prices to pro- 
ducers were 524 cents in Los Angeles,65 cents in San Freneisco, 62 cents in 
Oakland, and 64 cents in San Diego. VY Both the absolute and relative recovery of 
prices in Los Angeles since 1933 havébeen considerably less than for the other 
three marketse In 1928 and 1929 the average annual prices paid to producers for 
market milk in Los Angeles were about the same as in Oakland and San Francisco; 
during the first six months of 1936 base prices to producers in Los Angeles were 
about 10 cents lower, 


The failure of producer prices in Los Angeles to recover from the low levels 
reached during the year 1933 is illustrated even more forcefully by the figures 
in table 2 and figure 3. In 1928 the average annual differential between market 
milk prices in Los Angeles and manufacturing milk prices in Tulare was 23.2 cents 
per pound of butterfat. The differential tmcereased to 30 cents in 1929 and to 
over 35.6 cents in 1950 and 19351, but declined to 21.8 cents in 1933 and to 23,1 
cents in 1934, In 1935 butter orices and hence manufacturing milk prices in-= 
creased appreciably over the 1934 levels, whereas the annual average level of 
buying prices for market milk in Los Angeles declined somewhat,the differential 
being reduced to 15.4 cents, During the first four months of 1936 butter and 
monufacturing milk prices experienced a further recovery, whereas market milk 
prices in Los Angeles declined 3 cents from the average level of 1935. The 
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V/ The relative decline in the annual average level of prices between 1928 
and 1933 was somewhat greater than for the Los Angeles market, While some of the 
factors responsible for the decline in prices in the Los Angeles market were also 
present for San Diego, the latter market still remains largely isolated and 
inaccessible to supplies of market milk from adjacent counties. San Francisco 
and Hast Bay cities have for the cast decade or more drawn their supplies from 
adjacent dense dairy territorye They were not isolated markets as were Los 
Angeles and San Diego. 


8 et oe oe om es Oe 8 oe OY ae es ey 2 OS ee ae oe ee ed me gag De) OO OS Cw OS 2 BR SS OO) LD we Dw eS OE es Ow re BS oe OS OSS i) Gy 




















" 
, 
ar 
‘ 
WANG 


’ 
% 

















ote, 
‘ iit 





pi see 











Shhh Tah h 
” . <& 
at PAS 
tn 
SUR ara t 

















vie 





ony 





ey 
‘ 

















ines 
Blais 
1 
Deh 








ue 
Krall a 
MeSH 












































Nisd she po 
De a 


































































































« 
‘ 




















) 










































































2 
4 

















‘ me 
ye 

. ie! 

Ae py 








ae 
aa ce 
SN 























: - 

i 
igh 
ite 
vag 
Ht), 
soy 
Wor 
SV 
10 

He 
, 

hi 
~ 
oon 


























fee 
oS 7 























are 











TABLE 6 oh 


Base Prices of Market Milk in Los Angeles, 
San Francisco, Oakland, and San Diego 


Percentage change 
Year and Cents per pound of milk fat (average 1928 = 100 


month "LOS San Los San 
Angeles | Francisco oe Angeles | Francisco | Oakland [Disco 


1928 
January 














Oakland 


August 
September 
October 
November 
December 
Average 
1929 
January 
February 
March 
April 
May 
June 
July 
August 
September 
| October 
November 
December 
Average 
930 
January 
February 
March 
April 
May 
June 
July 
August 
September 
October 
November 
December 
Average 
gol 
January 
February 
March 
April 
May 
June 





(Table 6 continued on next page) 
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Table 6 continued: 


7 anges oo 
Angeles | Francisco | Oaklan ieee | Angeles | Francisco Loe 1 ieee. 


1951 













































(cont'd, 

July 67.0 
August 67.0 
September | 670 
October 60.0 
November 6020 
December 60.60 
Average 67.0 

1932 
January 63.0 
February 6300 
March 63 20 
April 6320 
| May 650 
June 63-60 
July 6320 
August 63.0 
September 6360 
October 63 00 
November 63.60 
December 630 
Average 63 00 
630 
6360 
53 00 
Dh 0) 
51.60 
SLO 
51,0 
Sie 
September 51,60 
October 55 20 
November 6120 
December 61.20 
Average 54,40 

1934 
January 08 20 
February 58 20 
March 58 eO 
April 50.0 
May 50 20 
June DO eu 
July 5060 
August 50 «0 
September 5020 
October 6260 
November 62.0 
December 62.0 
Average 550 





(Table 6 continued on next page) 
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Table 6 eontinued; 











Percentage change 








Year and Cents per pound of milk fat (average 1928 = 100° | 
month Los San San Los San 
935 
January 78 70 72 62 
February 72 63 
March 2 63 
April 72 63 
May Te 63 
June (M2 62 
July ge 60 
August V2 60 
September | We 60 
October G2 60 
November (ir 60 
Decomber Te 60 
Average Te 61 
(G2 60 
72 60 
t2 60 
2 60 
T2 60 





Source of data: 


Ue Se Depte Agre Bure Agre Econs Monthly fluid milk reports. January, 
1928 to May, 1936-6 


























sealed Nie ARO ALAN ete ie Seale ei CEM GES Seman Sonne fe) eee y Deencr chal C reel oh i rr ce oie uaa 
2 . . f Diy ‘ (i . 
mrad e yee oan ce ee Pe ee Pe . aA ys) meaty eb ‘ ae seeds oe eve estate UND! a yy vocae . ae - . oe 
: Aig i fis : 
, i) i 
i : i { % 4 : ‘ i ¢ 4 3 
Hoven Ame og te sate Woe i eaten eg on Anaad oleh iwenys « Aiplive WAN amet a7 PRO Ce Went ko eae DOr ic Vaca aa Veer Aid sare, 
\ ‘ : ‘ ( 
} ' 
, ; . 3 
; Sas 3 . 4 y 
3 : ; ‘ bi 
j i } ‘ ‘ 12 
3 ; i : i . Te ; us i ves ! 
3 , , 5] ». uw ‘ : 
‘ ‘ , 1 
, G 
, j Ne ' - u ‘1 i 
is i uJ 4 q : wieisuir t 
i 
I i ? 
k AG pen \ " ‘ ' , ; aus 2 nse x 
1 1g a y 2 ey A t CONAN ’ ny 5 
’ H 2 : 
i j Y 
1 ie ’ Ae “ , Coney ’ ) Me u } 
( , : N } 4 ’ ‘ ss j ; y i F 5 i 
' i ’ 5 1 “4 
: . . s 4 2 ’ atte + Be ary tT . ; 
: . r ; 
4 Ade 3 4 » y A ‘ y i ais 
; 3 - A . ‘ 
j 2 , ; ka ‘ ae, . ; 
$ % eh Y t . 
i wih % a . : A 9 7 i ‘ } ‘ 
s , : i c 
i ’ w ‘ \ u - , ? 5 & I ’ y 
! 5 ¥ ) 4 
5 Br: 4 ‘ ‘ : : ’ i ; : os 
> ie 4 i, 1 5 # 1 a . te y ¥ ae 
‘ ‘ ; i ' : ’ é ‘ 2 ; 
é . 
i i Roane 3 h y ,* i } 7 4 4 : i 
: is a \ i s fy t VRQ ‘ : ? ? : { 
is t : ie \ i 
5 5 . \ . : mod 4 Hi y ‘ . 
F ' ' + ’ ’ : i : ; ‘ 4 # \ . H ide 
‘ 2 ‘ \ . ‘ ‘4 ‘ iu a 
4 i 4 a ! td Caseig ! P > 
‘ ; : ; ww } g a P ‘ 
, i $ i : cies s : j i é : . i] q 
‘ t y ' ‘ ? ? : fo . z 
; , + : ; i ‘ 
‘ ‘ % i : e i) : 4 
i y A x : H 
; { aa i an i a ; Ui 5 ) : : eae) i Ws 
ny 5 t s 2 : ahh 4 rs : bx . «: y 
; z y 1 : aH 
; 5 : 
es s ‘ ‘ ‘ : ? “ 
’ ap ‘ t ' a g 4 ( 3 x : a, COs RIMES , 
i i i ‘ : Mg Y 4 oA n ‘¢ Woe > 5 
t we 2 ws i r ey eerie ‘ . . Mik t i : i Q 
} ‘ di . i : » t . F } cd : a 5 ’ 
a \ ‘ A ; 5 . s SAS ote j 
B 4 . > ‘ oe ' - 48 . , ry ’ x Ab 
i } ‘ ; : 4 4 : p WU as ' 
' (Bia s aie 4 Le ; . x ‘ Ne 
: , : living Liss S Baye { a 5 AOR - i i z Bea | 
‘ f i 
. ; . y Caria ' yi : t ‘ ; Ae ; 
t , t On ? i ad oe “ es % “8 & * . f . Wied 
> : 
‘ yi ? : ts : . 2 a 
‘ i i 7 h q ‘ 
. A t P % 1 
' t S v 
a a ee eee ee a ST Ce eC ee Da TE STC oe ce 








ies sige hey me ne he i t 5 vie foe Ce ae a ae . : : < F n)) + H 7 
Rs , Seas Bit . itteide Bas rd ras PD pee Ae BS 1 fi co woes A . 6 sa c ” 


Cents per pound milk fat 


110 


100 


90 


80 


~J 
Oo 


OD 
© 


on 
oO 


40 


50 


20 





ec UAE SCR EOS LES, (WONT WAU, WENA) [Oey eeRNU DION, UD nen [MURANO NIT, nPNOreT Te, [NOME | 


yee LOZ) W928. 1929) 1960 ASSL W9sZ2 1955 . 1984 2955 1956 


Fig. 5e-- Producer prices for market milk in three 
California markets. 
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TABLE 7 


Number of Times Monthly Prices to Producers 
Wero Changed in Four Selected Markcts in California 









(1930-1936 ) 
1930 3 | 0 | 4 2 


Source of data: Table 6.6 


296 










































EQNS Wan Core art CEL) “ny ms : aim cl nage tomN- Foe |b CE os rarest ‘ é HPO Taha: 
“ 
Osea ula a ae DREN CEr AMER CaO LY Al diy auaces ca tN eae REDE ma } 
i Tata iit ultra at eillend ., 
A ‘ RD aaikah) 
Re tenn gy Ce Ye ee a a ae I TE Ce oe Ca MS Re ed 
* ai D i 
. if : « : 
* ¢ D 
; : t 
i 4 te ry f ist ) ioe. MW 
re = ° GG ea? le Petrie ys + SNe 3 aang: Bea Ah é feos AS : 
; ; i 
i ‘ 4 t i 
ET oe 1S Ee SOT TR CT I TO See ee ee OP ee Re eee ee ee ene CETL ST i 
: ; { i ; 
. Q + ‘ a . Vig 4 
: : isan 4 
4 wie £ ‘ : 
‘ i ‘ 
: 5 y 
sf ) ) 5 “ 
i ¢ ‘ Hos : Q \ 2 
E i oy ‘ 
i . ; 
p i ; { 5 
7 “4 4 th 4 ; i : Atal ; 
sie + : } ‘ c 4 RE 
; ‘ i : 
Hi i , , . 
NM 4 , 
8 ¢ A y 0 
. : { 4 \ , 2 Teh : ‘ 
I; . : A ‘ cs Pei ie \ 
; ‘ | f ; 
5 f ‘ 
: } i ; ; 
7 ys ; 
: , t ? 
: r t M ; 
2 2 a i a 5 TEN SS) ea i 
j Cite t b * 4 ‘ thee 
l \ : ! 
‘ : § : : ‘ 
i y ’ 
£ v ‘ 
‘ 
+ t a * : 
be i } 
‘ i uy : 
t ; ¥ 
‘ > 5) i . 
+ x : ’ 
np i 4 minal Hike , 
3} x ; ‘ : if ij 
, At 


Dre Seawedctnneees 86d PO ST CRTC CT TOR Pea TO YE) eT MY Pera Cen Ted Pee Ieee Rete een Eee TT 


4 , 





ae 








ar pee 





er ee ee a ead ee en eC ft Ce ee 





a eR ae ny Se nC 2 ene eae OOTY a Pe CRT Va eT Sek ae 





an A Hee ae SY TN Ha lo at aniag 
Mee coun ph ; Si Hl we icin 
+h 3 S é a belie rey 





5306 


average differential between market milk prices in Los Angeles and manufactur- 
ing milk prices in Tulare was reduced to only 6.6 cents during the first four 
months of 1936. This figure is less than half of the average annual differen~ 
tial for 1935 and less than one-third of that for 1928. 


In 1931 oi price paid for market milk produced in the four southern 
counties was 235 cents a pound of milk fat more than was received by producers of 
Grade A mile in Tulare County. In 1933 and 1934 the differential had been re- 
duced to 184 cents. In 1934, however, following the recovery of butter prices 
and manufacturing milk prices, the annual average differential was reduced to 
only 9 cents and during the first four months of 1936 to only 2 cents. 


Assuming that producers of Grade A milk in Kern County received 1 cent 
more than producers in Tulare County (the approximate difference in transportation 
costs), then producers in the four southern counties received only 1 cent more 
than producers in Kern County. Railroad transportation costs’ from Bakersfield 
to Los Angeles are 27 cents per 10-gallon can (minimum volume, 2,000 cans per 
month), or 7.84 cents per pound of milk fat (4 per cent milk), Assuming further 
that milk can be shipped from ae to Los Angeles by truck at only .5 cents 
(2.84 cents less than by railroad),.8/and that cooling and country handling costs 
are only 3 cents (Spencer estimated cents), it would cost a dealer, paying 
51 cents for Grade A milk in Kern County at least 59 cents to get the milk to a 
distributing plant in Los Angeles. The cost on milk, which is mechanically 
cooled on the farm would have been from 1 to 2 cents higher. In other words, it 
would appear that it would not have been economical to ship milk from Bakersfield 
to Los Angeles during the first four months of 1936 unless buying prices in the 
latter market had been at least 59 to 61 cents per pound of milk fat, 


There seems no doubt that producers in the four southern counties could 
have received a price for market milk several cents higher than they received 
during the last six months of 1935 and the first few months of 1936 without 
encouraging the shipment of milk from the San Joaquin Valley or other potential 
supplementary supply areas. 9~ Assuming that producers had received a price of 
59 cents for market milk but that only 70 per cent of all milk produced in the 
four southern counties was sold as market milk and 30 per cent was sold as manu- 
facturing milk, the average price received by producers would have been 55- 1/10 
cents per pound of milk fat instead of 524 cents actually received. This is 
arrived at as follows: 


70 per cent of milk sold at 59 cents per cents 
pound of milk fat equals 41.3 
00 per cent of milk sold at 46.1 cont sro- 
per pound milk fat equals 13,8 


8 As milk and cream are shipped from Kern County to Los Angeles in trucks 
owned by dealers, it is not possible to get exact transportation costs by truck, 
While truck transportation costs may be somewhat less than by railroad, it is 
extremely doubtful whether the difference is as great as assumed above, 


Jy It is understood that none of the plants in Kern County have been shipping 
market milk to Los Angeles during the past few months, 


10. Average price paid for manufacturing milk in Tulare County, Actually 
manufacturing milk may have a somewhat higher value in Los Angeles than in Tulare 
County because of lower transportation costs on the finished product. 
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The above estimate is on the conservative side. If transportation costs 
between Bakersfield and Los Angelos are higher than the 5 cents per pound of 
milk fat allowed and also country plant handling and cooling costs higher than 
the 3 cents allowed, then prices paid for market milk could have been that much 
higher without encouraging shipment from Kern County. In addition the premium 
of 1 to 2 cents a pound of milk fat for milk mechanically cooled on the farm 
should be added to the prices paid to producers in Kern County. Furthermore, 
if manufacturing milk in Los Angeles could have returned more than 46,1 cents por 
pound of milk fat the average price paid for all milk would be increased accord- 
ingly. Similarly, if the average surplus was less than 30 per cent of all milk 
produced, the larger proportion sold as manufacturing milk would have resulted 
in an increase in the average price for all milk received by producers, Actually, 
the average surplus of production and consumption for the four southern counties 
was much less in 1935 than 30 per cent. In that year 64,794,000 gallons of 
milk were distributed in the four counties. If the average fat test of this 
milk was 4 per cent it would have accounted for 22,891,000 pounds of milk fat as 
compared with a production of 27,756,000 poundse The actual surplus for the year 
thus was 4,865,000 pounds or 17.5 per cent of production, It is probable, how- 
ever, that the surplus during the first four months of 1936 was somewhat greater. 
Furthermore, all producers in the market do not participate in carrying the 
surplus, Some producers sell all their production as market milk, whereas others 
are only able to sell a proportion of their production as market milk. 


While the low producer prices in Los Angeles prevailing during the latter 
half of 1935 and the first part of 1936 were the continued result of the condi- 
tions depicted above, three specific sets of conditions seem to have had some- 
what more influence than others, In the first placc, producers’ organizations 
were too divided in their policies and objectives to cooperate together in demand- 
img 2 higher price from distributors and im caring for the surplus collectively. 


In the second place, it distributors had increased producer prices less 
than 114 cents or to about 64 cents per pound of milk fat, they would either 
have had to reduce their margins or operate on a wider margin depending upon 
whether or not resale prices were increased. For instance, if producer prices 
were increased to 58 cents a pound of milk fat or approximately 172 cent a quart, 
distributors! retail margins would have been reduced i/e cent if they had contin- 
ued selling milk at the same price as beforee On the other hand, if they 
increased the retail and wholesale prices 1 full cent per quart,their margins 
would have been increased by 1/2 cent a quart. An increase in the producers! 
price to 64 cents was not justified econoMically as it would have encouraged the 
flow of milk from Kern and Tulare counties. Distributors were unwilling either 
to expand or contract their margins, Experience had shown that an expansion 
of margins would have stimulated price cutting and rebates, The average retail 
and wholesale margins during 1935 were only 6.4 cents and 3.0 cents a quart 
respectively -- considerably lower than during many previous years. A reduction 
of Wee cent a quart from these low margiys would have resulted in operating 
losses. Retail and wholesale prices were reduced 1 full cent in February, 1936, 
resulting in a considerable reduction in distributors! margins. It is probable 
that if producers had been more strongly organized, or producer associations 
could have worked together, they could have received a price several cents higher 
than they actually received. 


The third factor was and is the continued belicf that production of milk 
in the four southern counties should be kept in line with consumption needs, 
There was 4 surplus of milk in 1935 and, in addition, shipment of dairy cows into 
the area increased tremendously over the previous year. This gave the appearance 
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that the prices paid to producers were sufficiently high to encourage an increase 
in productions Although there was 2 surplus in 1955, production was less and 
consumption greater than in 1934. As was pointed out in a previous section, it 
would scem that the belief that production and consumption in the four southern 
counties should be in approximate balanee is open to question, as is also the 
problem of maintaining separate milk and cream sheds. There is some reason to 
believe that the soundest price policy for producers in the southern counties is 
to strive for a price for market milk just low enough to discourage shipment 

of milk from Kern and Tulare counties, and to sell or dispose of the surplus 
(however large or small) at the best possible vricese Such a policy, however, 
would require the cooperation of all producers in the area, for unless surplus 
is kept under strict control it can be a two-edged sword. It should not be 
possible for certain distributors to obtain part of the surplus and sell same as 
market milk at cut-rate prices, 


Prices and Cost Factorse-- One of the most important single items of 
eost in market milk production is feed, The most important single item of feed 
cost is alfalfa. <A large part of the alfalfa hay supply used in the four southern 
counties is produced in those counties and in the Imperial Valley. Because of 
the bulkiness of this product, Los Angeles is the only large market available 
and dairy producers are the main consumers. Alfalfa hay prices thus tend to move 
in close relation to vrices received by market milk producers -- to rise and fall 
with market milk prices, 


This is to a considerable extent responsible for the small degree of 
Variation of buying prices of market milk in terms of feed since 1928. With the 
exception of the years 1930 and 1931, a pound of milk fat purchased between 62.7 
and 66.9 pounds of feed (at wholesale prices) (table 8 and figure 7). At prices 
paid by producers, the number of pounds of feed purchasable with a pound of milk 
fat would be somewhat less, but the general trend would tend to be the same. In 
the two years 1930 and 1931, a pound of market milk purchased about 79 pounds of 
feed compared with an average of 64.7 pounds during the other six years of the 
period under review. The relatively high purchasing power during these two years 
was due to the fact that market milk prices did not start to decline until the 
middle of 1930 and showed no very serious decline until the middle of 1931, 
whereas feed prices began to decline carly in 1930. 


A large part of the decline in market milk prices was thus passed on by 
dairy producers to producers of feed. It does not follow, however,that because 
this relationship prevailed during the depression years,it will continue indef- 
initely, Prices of all farm products had declined tremendously so that alfalfa 
hay producers found that production of other types of farm products would not 
met them any more than alfalfase However, if and as prices of other farm products 
increase more rapidly than those of alfalfa, many producers of alfalfa will turn 
to the production of these other products. The more limited supply resulting 
will tend to increase dairy feed costs. No consideration will be given at this 
point to the possible long-time effects upon the dairy industry in general and 
market milk producers in particular of the federal government's soil conservation 
program. It would scem that the ultimate effect of this program will be to 
inerease supplies of alfalfa and the number of dairy cows in the United States 
as a whole. Whether any part of these increased alfalfa and other hay feeds 
will be available for the Los Angeles market, however, is problematical, 


Another important item of cost in market milk production is labor. Data 
are not available on the trend of wages in the Los Angeles milk shed. The aver-~ 
age wages paid to agricultural labor in California as a whole declined from $88 
(without board) in 1928 to $48.75 in 1933, a decrease of about 45 per cent (table 9). 
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TABLE 8 npe 
Number of Pounds of Dairy Feed Purchasable with One Pound of Milk Fat 
and Receipts of Dairy Cows in Los Angeles County 
January, 1928 to April, 1936 


















































































































































Number of | 
Buying price Wholesale price pounds of feed Dairy cows 
Year and of market | of dairy 1 purchasable with | received in 
month milk at foed at one pound of Los Angeles 
Los Angeles Los Angeles milk fat (on | County 
wholesale basis) 
conts per ~ conts | pounds number 
ound of per pound 
milk fat bin 
88 20 1.350 67 el 859 
88.0 1.55 B5e2 1,576 
88.0 1.36 6407 1,799 
85.0 1435 630 L con 
85.0 1.29 6509 1,276 
850 1.26 679 1,245 
8720 1.19 T5el 2,241 
87.0 1625 7007 2,507 
September 87.0 1.2% 7002 3,172 
October 8720 1.354 6469 25,008 
November 86.0 1.54 6402 i, 6ot 
December 90.0 1.35 6607 1,765 
Average 87.60 26 602 1.50 6669 1,821 
90.0 30012 1.51 59 66 1,610 
8769 51,98 1.60 Se 4A, 
880 51.56 1.58 5567 Cou 
88 oO 26 980 1.34 6507 3,660 
38 60 25 00 1.28 6848 4,080 
87.0 2teI1 1625 69.6 @ ,&20 
87.0 4£_39 1.2% 7002 1,694 
90 0 23 985 1.19 756 2,376 
September 9020 25 600 1.350 ots ea 24653 
October 9040 26 617 1edl 68.7 2g how 
November 9060 26 9d 1632 6802 1,753 
December 3460 29.01 Lead 57 9 1,745 
Average 88.0 27.926 1.36 64.7 | oer. 
3400 28258 1625 50 ef 1,068 
8760 24680 1e2% 7002 1,226 
36 60 21012 1.06 Slel 2,01) 
8760 20071 1.0% C5eT Zyt00 
840 20093 1.05 8020 2,845 
76 60 19.71 0099 76 08 1,676 
79.0 18.29 0.91 8608 956 
79.20 19.01 0295 8302 1,296 
September 780 19,54 0.98 7906 2,454 
October 78.0 18.50 0092 84.8 1,693 
Novembor 7960 13.27 0.91 56 98 2,069 
December 78 0 17.356 0.87 S97 LL go2e 
Avorage S10 20 207 1.05 7306 1,874 





(Table 8 continuod on next page) 
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Table 8 continued. ot 





Buying price Wholesale price pounds of feed Dairy cows 
Year and of market of dairy |purchasable with | received in 
month milk at feed at one vound of 
Los Angeles Los Angeles | milk fat (on 
wholesale basis) 


cents per 
pound of per pound 

1931 milk fat Ca Nac TA eG 
January 71.0 WO .86 
February 67.0 

March 660 

April 65.0 

May 62.0 

June 

July 
August 
September 
October 
November 
December 

Average 
1932 
January 
February 
March 
April 
May 

June 
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July 
August 
September 
October 


e e 
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November 
December 
Average 
1933 
January 
February 
March = 
April 
May 
June 
July 
August 
September 
October 
November 
December 
Average 
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(Table 8 continued on next page) 
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Table 8 continued. 35 9 





Buying price Wholesale price | pounds of feed Dairy cows 
of market of dairy purchasable with | received in 
milk at feed at one pound of Los Angeles 
Los Angeles Los Angeles | milk fat (on 

| | wholesale basis){ 


peund of 

1934 (cont'd. ) milk fat 
July 51.0 
August 53.0 
September 57.0 
October 6220 
November 62.0 
December 60.0 
Average 52,0 


60.0 


@ 


September 
October 
November 
December 
Average 
1936 
January 
February 
March 
April 


e 


0.89 
0.79 
0.81 
0,83 
0.85 
0-81 
0.76 
0.72 
0.74 
0.78 
0.84 
0.88 
0.81 


Sources of data: 
Col. 1: Table, 2. 
Colse 2 and 3: From data on wholesale prices of feed in Los Angeles 
compiled by the author. In computing the composite feed prices,the following 
weights were used; alfalfa, 78.5; barley, 6.5; wheat bran, 3.4; bect pulp, 


2209; cottonseed meal, 2.5; and copra, 6.4. 


Col. 4: Col. 1 divided by col. 3. 
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dairy cows in Los Angeles County. 
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TABLE 9 


Monthly Farm Weges (Without Board) in California 


oe Percentage chango, 
tear January April July October for year 1928 = 100 


1928 886.00 | 488.00 | 388.00 | 390.00 488 00 





1929 80.00 || 90.00 | 90.00 | 90.00 90.200 
1930 89200" 90600 | 91600 | 88e00 89.50 
1931 |:> 7800 : 78.00 | 74.001. 67600 74925 
1932 63.00 | 59.00 | 54.00 | 52200 57.00 
1933 47400 | - 44,00) | 5Sie00 | 58,00 A8e75 
1934 50.00, | 52600 | 55,00'| 58,00 5S eT 
1935 56.00 | 57.00 | %63.00 | 462.00 ®59.50 


1936 °60¢00 | 461.50 


Source of data: 


Ue Se Dept. Agr. Bure Agre Econe Crops and Markctse Monthly issucs. 
January, 1928 to April, 1936. 
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Since 1933, however, wages have increased to $59.50 in 1935, an increase of about 
22 per cent. Wages paid by dairy producers in the Los Angeles milk shed presum- 
ably would show a similar trend. Average prices received by producers in the 

four southern counties declined from 87 cents per pound of milk fot in 1928 to 43 
cents in 1933, a decline of about 51 per cent or somewhat greater than the decline 
in wagese Average prices received by produccrs ih 1935 were 54 conts a pound of 
milk fat or about 20 per cent higher than in 19335, indicating a lesser propor- 
tionate recovery in prices than in wages. 


Notwithstanding the fact that producers were able to pass on a considerable 
proportion of the decrease in prices received by them, to labor in the form of 
lower wages, their purehasing power in terms of labor costs is less favorable 
than in 1928, Producers who utilized a large amount of family labor had to ab- 
sorb most of the decline in prices in the form of reduced family income, 


A fourth important item of cost is rent. Large numbers of dairymen in 
the four southern counties rent their farms. To the extent that they were able 
to got reductions of rent, they were successful in passing om part of the decline 
in market milk prices to their landlords. No data are available on the extent 
to which this was donee Here again there is no assurance that reductions in 
rent obtained will continue as long as prices received by producers of market 
milk are low. Much dairy land in southern California is suitable for the pro- 
duction of other agricultural products. If the prices of these products increase, 
landlords will have the option of renting their land to producers of these pro- 
ducts, rather than to dairymen. The latter will either have to pay higher rents 
or move elsewhere, In either event, a stiffening of rents for dairy farms can 
be expected if prices of farm products generally continue to increase. 


Dairy producers who owned their own farms had to absorb the lower prices 
of market milk in the form of lower or no returns on their investment and, in 
some instances, in losses. Dairy producers who owed mortgages on their farms 
were probably more severely hit than others. It was not always possible to 
obtain a reduction of principal and interest rates, 


Another important production expense item is the cost of replacing cows. 
Only a small proportion of producers in the four southern counties produce their 
own replacement stock. The bulk of the dairy cows used are shipped in from 
other parts of the state or from other states. These cows are generally milked 
from three to four years before being sold as beef. The number of dairy cows 
shipped in annually seems to be very closely correlated to the average annual 
net price received by producers of market milk (table 8 ond figure 7). The net 
price received by producers declined each year from 1929 to 1932. The average 
monthly receipts of cows in Los Angeles County declined each year during this 
period. In 1933 the net price received by producers was somewhat lower than 
during 1932 but the number of dairy cows received was somewhat higher than for 
the previous year. This increase of receipts in the face of a decline in net 
prices was probably due to the fact that replacements had been deferred to such 
an extent during the two previous years that dairymen were forced to replace the 
poorer cows in their herds, During 1934 and 1935 the average annual net prices 
received by dairymen increased, Dairy receipts also increased. 


It is difficult to account for the tremendous increase in the average 
monthly receipts in 1935 as compared with 1934 (2,875 cows and 1,818 cows per 
month respectively) in view of the fact that the average annual net price in 1935 
was only 53 cents as compared with 52 cents in 1934, It is probable that a 
partial explanation was that many dairy producers were forced to replace worn 
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out cows. It would seem that average replacements (or receipts) would average 
around 1,800 to 1,900 cows monthly. During the three years 1951 to 19335, monthly 
replacements (or receipts) averaged only about 1,350 cows. Another possiblo 
explanation is that finance companics and banks were somewhat more liberal in 
granting credit than they were during the three yeors 1931 to 19353. It is intor- 
esting to note that in spite of the big increase in average monthly receipts of 
dairy cows in Los Angeles County in 1935, the total production of milk fot in 

the four southern countics was somewhat less in 1955 than in 1934; 27,756,000 
pounds in 1935 as compared with 28,117,000 vounds in 1934 (table 1). 


There appears to be no correlation between the milk price-feed ratio. 
and receipts of dairy cows (table 8 and figure 7). As was stated previously, 
the price-feed ratio (pounds of feed purchasable with 1 pound of milk fat) 
averaged around 64.7 cents for six years out of eight, whereas receipts of dairy 
cows varied considerably both up and down during those six years. in the two 
years when the price-feed ratio was high (1930 and 1931), receipts of dairy 
cows actually declined. It would appear then that it is the average level of 
net prices received by producers annually and the need for replacement rather 
than the milk price-feed ratio which determines the dairy cow receipts in the 
county. This is a reasonable conclusion in the light of the other conelusion 
that feed prices tend to vary in relation to market milk prices. 


The above analysis indicates that the more important cost items, feed, 
labor, and rent in the Los Angeles milk shed, have been nearly as flexible during 
the depression years as have been market milk pricese Costs have been reduced 
as net prices were reduced. This fact, mo doubt, explains in part why; in the 
face of such a marked reduction in prices, the total volume of production in the 
four southern counties was not reduced,but increased slightly. iL 


The question arises, however, as to whether cost items will continue to 
show a similar relation to prices as business conditions improve. It is gencrally 
conceded that business conditions have improved materially since 19335 and will 
continue to show improvement for several ycars to come. It seems probable that 
during the next few years, many of the cost items will tend to change with 
general business conditions rether than with changsos in market milk prices, In 
other words, if prices of agricultural commodities increase in response to 
improved mass buying power, much land devoted during the depression to the pro- 
duction of alfalfa will be converted to the production of other farm products; 
Similarly, some land in dairy farms will be used for the production of other 
products; and finally labor costs will tend to move with the general trend of 
wages. if prices of market milk move along, with the general price level, well 
and good. If prices of market milk, however, lag behind the general price level, 
producers of market milk in the four southern countics will face difficult times 
during the next few yearse 
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wip itv 25 mot the purpose here to offer a full explanation for the failure of 
production of market milk in the four southern countics to decline as a result of 
the very low prices prevailing from 1932 onwards. A partial explanation is the 
fact that many of the more important cost items in market milk production declined 
along with prices to producers for market milk. A complete explanation of this 
phenomenon would require more extensive study than is possible in this report, 
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Because of all the disturbing factors mentioned above and especially 
because of the lack of cooperation among producers and producer organizations in 
the Los Angeles milk market, it seems highly improbable that prices of market 
milk will (without outside assistance) react any more readily to imoroved buy- 
ing conditions in the immediate future than they have in the vast year,during 
which producer prices have been lower than in any other major milk market in 
California. It is highly improbable, moreover, that producers will continue in 
the fortunate position of being able to shift a part of the burden of low prices 
on to important items of costs. 
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